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To the General Court and the People of the Commonwealth:
In this annual report you will find information on the work of the Division of Insurance staff
during the preceding calendar year. Here are some of the highlights.
• The Bureau of Managed Care completed the process of accrediting and licensing the
Commonwealth's managed care organizations and health maintenance organizations for
the first time. This review included consumer disclosures, provider contracts and
managed care systems.
• The Consumer Service staff recovered more than $3 million for consumers. Actions by
staff investigators and enforcement counsel resulted in more than 60 license revocations
and over $400,000 in fines, fees and restitution.
• A new on-line agent license renewal system was made accessible to insurers. It provides
immediate notification to the Division of agent renewals, saving time and administrative
costs. More than 1,200 insurance companies throughout the U.S. are now able to manage
the renewal of their estimated 160,000 insurance agent appointments.
• The State Rating Bureau became one of the first insurance regulatory agencies in the
nation to accept electronic policy form and rate filings for all regulated lines. The
Division simultaneously introduced a web-based checklist system to help insurers and
staff verify that products meet the requirements of Massachusetts law. Product review
within the Division has been reduced to a 30-45 day timeframe. Acceptable products are
now available to consumers in record time and with more certain protection.
• The Division's mission to monitor the solvency of its domestic insurers was heightened
following the September 11 th attacks on the nation. Fortunately, no Massachusetts
domestic insurer reported sustaining losses great enough to impair its operations.
The availability and affordability of property and casualty insurance that began to erode in early
2000 continued to erode throughout 2001. In addition to the significant claims arising from the
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September 11 th events, investment performance, claims from risks that were either improperly
underwritten or priced, and lessened ability by insurers to purchase affordable reinsurance all
contributed to changes in the market.
Currently insureds may find, through no fault of their own, that their policies may not be
renewed with identical coverage, or for the same price. Consumers of insurance will need to be
all the more attentive to minimizing their exposures. Successful brokers and agents will have to
be all the more diligent in making sure that underwriters are aware of the attractiveness of their
customers' business and in helping them search for appropriate coverage. Insurers need to be all
the more prudent as they invest. Insurance regulators, such as the Division of Insurance, will
need to remain vigilant in their solvency monitoring, including ensuring that rates are actuarially
supportable.
The staff at the Division of Insurance continues to deliver good value to the citizens of
Massachusetts. Because their work is so varied, it is never possible to summarize all of their
accomplishments in this letter. The report that follows discusses their work, and I am sure that
as you read it, you will be proud of their efforts on behalf of the citizens of Massachusetts. As
always, I welcome your questions and comments concerning this agency's regulatory duties.
Sincerely,
Linda L. Ruthardt
Commissioner of Insurance
Division of Insurance
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Financial Surveillance &
Company Licensing
Financial Surveillance monitors the financial solvency of domestic and
foreign (domiciled in another state) insurance companies. There are
currently over 1,350 insurance companies licensed or authorized to transact
insurance business in the Commonwealth. Included in this number are life,
accident and health insurers, property & casualty insurers, health
maintenance organizations, fraternal benefit societies, title insurers, surplus
lines insurers and reinsurers.
The Company Licensing staff is responsible for the review and processing of
all applications from insurance companies seeking to obtain or amend
licenses to transact insurance business in the Commonwealth. During 2001,
twenty-seven insurance companies were newly licensed and twenty-four
companies received approval to amend their licenses to sell additional lines
of insurance.
The Financial Surveillance & Company Licensing staff also processes
license certifications, analyzes annual statement filings and manages other
revenue collections that resulted in approximately $480,000 in collected
revenue in 2001.
Financial Examination
Examinations
Financial Examination plays a vital role in monitoring the solvency of
insuring organizations chartered in Massachusetts, especially through on-site
examinations of domestic licensees. In 2001, Massachusetts was the
domicile of fifty-eight property/casualty insurers, eighteen life, accident and
health insurers, two title insurance companies, eleven health maintenance
organizations, three lodge fraternal organizations, three medical service
corporations, twenty-six workers' compensation self-insured groups, a
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number of residual market pools, (e.g., FAIR Plan and Commonwealth
Automobile Reinsurers), and over two hundred fraternal benefit societies.
The statutory requirement for the Division to examine most insurance
companies is every five years, two years for health maintenance
organizations, three years for self-insured workers' compensation groups,
three years for medical service corporations, (e.g., Blue Cross/Blue Shield of
Massachusetts), and three years for fraternal organizations. The examination
schedule may be accelerated if regulatory needs arise.
In 2001, the Division staff completed examinations of thirty-three insuring
organizations including twenty-one property/casualty insurers, five life
insurers, two managed care organizations, one medical service corporation
and one lodge fraternal organization. These companies produced $14 billion
in premium nationwide, including over $6.8 billion in Massachusetts. Staff
also completed special purpose examinations of seven managed care
organizations to evaluate their premium rate setting processes. Examinations
were also conducted of thirty-six fraternal benefit societies. Thirty insurance
examinations were in progress at year's end, representing $8.5 billion in
premium nationwide and $7. 1 billion in Massachusetts.
Revenues
Companies other than fraternal benefit societies undergoing examination by
Division employees are charged $220.00 per day per examiner plus
expenses. For the fiscal year ended 2001, revenues were $746,000.
Special Brokers Tax Collection
The Division collects state taxes on the excess and surplus lines business
written by special brokers licensed in Massachusetts. Collections in calendar
year 2001 totaled $9.5 million.
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Market Conduct
Market Conduct includes Consumer Service and Special Investigations and
Enforcement. In 200 1 , its responsibilities and progress included:
• The initiation of 21 targeted market conduct examinations concerning
certain schedule credit rating programs for Massachusetts workers'
compensation policies;
• The completion of 1 6 targeted market conduct examinations;
• The continued work on targeted market conduct examinations involving
public fire loss adjusters and workers' compensation insurance rating;
• The continued participation in multi-state market conduct examinations
concerning credit disability insurance and race-based and/or low face
value life insurance sales;
• Negotiating settlement of enforcement cases and preparing and
presenting enforcement cases at administrative hearings. These efforts
resulted in approximately a 26% increase in license revocations, a 15%
increase in cease and desist orders and a 13% increase in cases closed
with enforcement action from calendar year 2000;
• Performing substantive review of domestic insurer procedures designed
to ensure compliance with the federal Violent Crime Control and Law
Enforcement Act of 1 994;
• Receiving approval from the Massachusetts Criminal History Systems
Board to receive tape matches for criminal offender record information of
licensees and applicants for licensure;
• Attended market conduct seminars and insurance fraud training programs
held by the National Association of Insurance Commissioners, the
Insurance Fraud Bureau of Massachusetts and the Association of
Certified Fraud Examiners.
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Special Investigations & Enforcement
The Special Investigations staff pursues allegations of misconduct by
Division licensees including agents, brokers, advisors, adjusters, insurance
companies and health maintenance organizations. These investigations entail
the interviewing of victims and witnesses, questioning of suspected
perpetrators and the review of documentary evidence supporting allegations
of unfair methods of competition, unfair and deceptive acts or trade practices
and other violations of insurance law and regulations. Referrals come from
the general public, other state and federal investigative and prosecutorial
agencies as well as other sections within the Division of Insurance.
When warranted, Special Investigations staff refers matters to Market
Conduct enforcement counsel for prosecution. Enforcement actions include
letters of reprimand, cease and desist orders, the establishment of
compliance programs, license sanctions such as revocation or suspension
and the imposition of civil fines or assessments through negotiated
settlements or administrative hearings. Special Investigators or enforcement
counsel make referrals to agencies of the federal and state government and
report evidence of criminal activity to the appropriate law enforcement
authority. Enforcement actions are also reported to the National Association
of Insurance Commissioners Regulatory Information Retrieval System.
For calendar year 200 1 , Special Investigations and Enforcement:
• Opened 297 cases.
• Closed 275 cases, resulting in $367,754 in fines and assessments and
$61,446 in restitution.
• Revoked 6 1 licenses and issued 1 25 cease and desist orders.
• Referred 161 cases for enforcement action.
2001 Annual Report
Division of Insurance 7
Consumer Service
The Consumer Service staff responds to inquiries and assists consumers in
resolving complaints against insurers, agents, brokers and other licensees. In
addition to providing consumers with general insurance information,
Consumer Service also advises consumers of their options and rights under
their policies, state laws and regulations. In 2001, the staff resolved 2,736
written complaints and recovered $3,091,158 for consumers.
Consumer Service maintains a database that lists complaints and inquiries
received. The complaint log may indicate patterns of unfair, deceptive or
abusive insurance practices by an agent, broker, insurance company or other
licensee. When appropriate, information is referred to Special Investigations
& Enforcement for further action. "Slowpay" patterns and other
questionable industry trends are brought to the attention of the Division's
Financial Surveillance staff, as these may be early indicators of liquidity or
solvency problems.
2001 Activity
Month Contacts Phone Cases Internet Recovery
January 4,209 3,966 242 1 $ 109,977
February 1,170 922 245 3 $ 107,243
March 3,110 2,841 268 1 $ 535,782
April 3,200 2,965 226 9 $ 638,878
May 3,201 3,015 186 $ 136,136
June 2,912 2,667 243 2 $ 59,113
July 3,180 2,989 190 1 $ 311,789
August 3,625 3,408 216 1 $ 133,161
September 2,887 2,663 223 1 $ 79,307
October 2,771 2,607 161 3 $ 300,920
November 1,890 1,682 206 2 $ 87,714
December 1,274 939 330 5 $ 591,055
Quarterly Adjustments $ 83
Total 33,429 30,664 2,736 29 $3,091,158
Contacts: all phone calls, letters and other communication with consumers received by Consumer Service.
Phone: all phone calls received by Consumer Service.
Cases: all consumer issues that are actively pursued by Consumer Service.
Internet: cases and inquiries received via the internet.
Recovery: the total amount of money received by consumers who have requested intervention.
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Board ofAppeal on Motor Vehicle
Liability Policies & Bonds
Massachusetts General Law Chapter 26 section 8A established the Board of
Appeal to hear appeals of:
• Motor vehicle accident surcharges issued in accordance with the
Massachusetts Safe Driver Insurance Plan (M.G.L. c. 175 §§ 113B,
113P),
• Decisions of the Registrar of Motor Vehicles (M.G.L. c 90 § 28) and
• Automobile insurance cancellations (M.G.L. c. 175 § 1 13D).
In 200 1 the Board of Appeal conducted:
• 46,875 appeals of Safe Driver Insurance Plan (SDIP) surcharges,
• 4,262 appeals of Registrar of Motor Vehicles actions and
• 296 appeals of automobile insurance cancellations.
In 2001 the Board of Appeal generated revenues of:
• $ 1 ,099,475 from surcharge appeals filed,
• $90,975 from Registrar of Motor Vehicles appeals filed and
• $ 1 ,885 from record certification fees.
$1,192,335 Total Revenue for 2001
The Safe Driver Insurance Plan (SDIP) is mandated by state law to establish
classifications of risks to reflect the driving records of insureds and adjust
premiums based in part on the predictive value of past driving experience.
The SDIP encourages safe driving by rewarding drivers who do not cause
accidents, incur traffic law violations or have property damage claims with a
credit to their automobile insurance premiums, and discourages unsafe
driving by requiring high-risk drivers to pay a greater share of insurance
costs. Massachusetts, unlike many comparable jurisdictions that afford no
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or limited due process rights, provides the right to a hearing before an
impartial hearing officer of the Board of Appeal.
Of the 49,101 surcharge decisions rendered by Board of Appeal hearing
officers in 2001, only 69 decisions were appealed to Superior Court.
Hearing officers typically conduct approximately thirty surcharge appeal
hearings daily. The Attorney General's Office has appointed the attorneys
on the Board of Appeal as Special Assistant Attorneys General for the
purpose of representing the Board of Appeal in Superior Court.
Appeals from actions of the Registrar of Motor Vehicles are heard in
Boston, Springfield, Marlborough and Plymouth. They are conducted by a
three-member panel, consisting of a representative of the Registrar of Motor
Vehicles, the Attorney General and the Commissioner of Insurance. These
appeals reflect license suspensions ranging in duration from thirty days for
three speeding tickets in twelve months to lifetime suspensions for multiple
"Operating Under the Influence" convictions and/or motor vehicle fatalities.
In an effort to offset an increasing inventory of surcharge appeal hearing
requests, the Board of Appeal's eight hearing officers and two administrative
staff members were joined in December by more than twenty Division of
Insurance staff attorneys and several administrative assistants in the
implementation of an aggressive schedule to reduce the timeframe for the
scheduling of appeal hearings to approximately six months from the time of
surcharge notification to the policyholder.
2001 Annual Report
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State Rating Bureau
The State Rating Bureau ("SRB") serves as a consumer advocate in hearings
on the appropriateness of rates filed by auto, workers' compensation and
health insurance carriers, including Blue Cross and Blue Shield of
Massachusetts. The SRB is staffed by actuaries, mathematicians, policy
review analysts, researchers, attorneys and support staff. The SRB also
reviews life, health (including Medicare Supplement), property, liability
insurance policies and rates, as well as health maintenance organizations and
preferred provider arrangement applications for compliance with applicable
laws and regulations. The SRB provides technical advice to the
Commissioner on oversight of the auto, workers' compensation, health and
other insurance markets.
Following is a summary of the SRB's major activities and accomplishments
in the course of carrying out its responsibilities in 2001
:
Private Passenger Automobile
• Participated in settlement negotiations that resulted in an overall rate
change of 0.0% from 2001 to 2002. This stipulated settlement approved
by the Commissioner led to savings of approximately $268 million in
premium from the rates filed by the automobile insurance industry (a
proposed increase of 7.8%).
• Litigated numerous issues in the hearings for the 2001 private passenger
automobile insurance rates with the Automobile Insurers Bureau,
including underwriting profits, losses, expenses and cost containment.
• Participated in hearings regarding private passenger automobile
insurance rate deviations sought under M.G.L. c. 175, section 1 13B,
popularly known as "safe driver discounts".
• Reviewed and approved 2, 1 39 auto insurance group marketing discounts
off 2001 rates under M.G.L. c. 175, section 193R, which are available to
over three million eligible members. Disapproved 42 requests.
2001 Annual Report
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Workers 9 Compensation
• Participated in settlement negotiations with the Workers' Compensation
Rating and Inspection Bureau ("WCRIB") that resulted in an overall rate
change of 1 .0% effective July 2001 . This stipulated settlement approved
by the Commissioner led to a savings of approximately $50 million in
standard earned premium from the rates filed by the workers'
compensation insurance industry (a proposed increase of 7.7%).
• Litigated numerous issues in the hearings for September 2001 workers'
compensation rates with the WCRIB involving losses, expenses,
underwriting profits and cost containment.
• Litigated numerous issues in the hearings for July 2001 workers'
compensation rates for Eastern Casualty Insurance Company ("ECIC").
ECIC's proposed 1 1.6% rate increase was disapproved by the
Commissioner based upon expert testimony and other evidence presented
by the SRB.
• Participated in the hearing on ECIC's appeal of the WCRIB 's
management of the Assigned Risk Pool's Paid Loss Ratio Incentive
Program ("PLRIP") as it relates to policy years 1994 & 1995, and the
resulting surcharges charged to ECIC.
• Reviewed WCRIB submission concerning reallocation of assigned risk
experience among Voluntary Direct Assignment Carriers and Pool
members.
Health
• Implemented regulations and process affecting nongroup health
insurance products offered to Massachusetts citizens. Beginning
November 200 1 , a wider array of products became available to most
citizens on a continuous basis.
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• Coordinated the development of the Nongroup Health Reinsurance Plan
which, beginning December 1, 2001, permits carriers to cede risks to the
Plan and pool the costs of potentially expensive new nongroup members.
• Implemented regulations and process to accredit the Commonwealth's
managed care plans and completed the review of carrier consumer
disclosures, provider contracts and managed care systems in relation to
statutory and national accreditation standards. In 2001, the Division
accredited 49 licensed carriers for a period lasting through July 31, 2002.
Medical Malpractice
• Monitored progress of the Massachusetts Medical Malpractice
Reinsurance Plan ("MMMRP"), particularly the development of its
member company assessment calculation rule that was subsequently
approved by the Commissioner.
• Assisted consumers with questions regarding the medical malpractice
insurance marketplace. Conducted legal and technical research on issues
relating to the operations and authority of the MMMRP, policy and rate
provisions in insurers' filings and amendments to Chapter 330 of the
Acts of 1994.
Policy Form and Rate Review
• Completed the review of 5,262 life and property & casualty insurance
filings (consisting of 1,428 rate filings and 3,834 form filings), along
with 146 health insurance filings for a total of 5,408. Eliminated existing
filing inventory and significantly reduced filing review timeframe.
• Developed and implemented property & casualty checklists which were
added to the Division of Insurance website to assist carriers in
submission of policy forms, loss cost and rate filings that would be in
compliance with Massachusetts law.
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• Issued DOI Bulletin 01-17 regarding commercial lines terrorism
exclusion endorsements. Approved Insurance Services Office ("ISO")
commercial lines terrorism exclusion endorsement.
• During calendar year 200 1 , policy form filing fees generated income of
$298,270 and rate form filing fees generated income of $214,200 for total
revenues of $5 1 2,470.
Other Property & Casualty
• Registered five new risk purchasing groups and renewed the registrations
of 222; registered one new risk retention groups and renewed the
registrations of 41.
• Completed annual report examining the current state of the homeowners'
insurance market as required by Chapter 93 of the Acts of 1996.
• Reviewed proposed rates submitted by the Massachusetts Property
Insurance Underwriting Association (the "MPIUA", also known as the
"FAIR Plan") for homeowners' insurance. Negotiated rate reductions
with the MPIUA and entered into a stipulated agreement that was
approved by the Commissioner.
• Reviewed and approved 878 homeowners insurance group marketing
discounts ranging from 4% to 35% under M.G.L. c. 175, section 193R.
Administration
The Administration section is responsible for a variety of functions relating
to the internal operations of the Division of Insurance. Working closely with
the Administrative Services Unit of the Executive Office of Consumer
Affairs & Business Regulation, Administration staff administer spending
and hiring plans, purchase commodities and services, process accounts
receivables and billables and provide general operational functions, such as
reception, mail processing and courier services. In fiscal year 2001, the
department collected $54,768,791 in revenue for the Commonwealth's
General Fund, and administered a budget of $10,281,702.
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Hearings & Appeals
The Commissioner of Insurance, as administrator of the insurance laws,
must conduct hearings on a wide range of issues, including statewide
insurance rate cases, actions taken by the Division against its licensees and
administrative appeals, including those from decisions of the residual market
entities overseen by the Commissioner. These matters significantly affect
Massachusetts consumers and businesses and are the top priority of the
Hearings & Appeals staff. The administrative hearing process offers a
flexible alternative to litigation and allows participants to benefit from the
Commissioner's expertise.
In 2001, more than one hundred hearings were held at locations in Boston,
Greenfield and Tewksbury. Rate hearings were held for private passenger
automobile insurance, individual insurers' applications to deviate from fixed
and established private passenger automobile rates, commercial automobile
insurance, homeowners insurance available through the FAIR Plan and
Medicare supplement insurance. In related matters, the Division held
informational hearings on the Massachusetts market for Medicare
supplement insurance, a competitive bid process for workers' compensation
servicing carriers and implementation of M.G.L. c. 1760 (Managed Care
Consumer Protections). The Division also conducted hearings on proposed
changes in financial control and structure of domestic insurers, including the
first reorganization of a domestic property and casualty insurer to a mutual
holding company structure.
The Board of Review in Insurance, comprised of designees of the
Commissioner, the Attorney General and the applicable Board of
Registration, hears petitions brought against medical or dental service
corporations.
Hearings and Appeals staff maintains all official records of cases before the
Division, issues notice of public hearings and ensures prompt public access
to records, many of which may now be obtained at the Division's website.
The Docket Clerk provides assistance to consumers and industry
representatives who have questions regarding cases or who wish to conduct
in-house reviews of case records.
2001 Annual Report
Division of Insurance 15
Office ofthe General Counsel
The Office of the General Counsel provides legal support and advice to the
Commissioner, Division staff, consumers, executive and legislative branch
members and others with interest in the Massachusetts insurance
marketplace. Attorneys research and draft bulletins, regulations and
interpretative letters on Massachusetts insurance law. Staff counsel analyzes
insurance-related legislation and frequently serve as hearing officers in
administrative proceedings. Attorneys are required to possess general
knowledge of laws impacting insurance and related areas, including the
Massachusetts Administrative Procedures Act and Public Records Law.
In 2001, members of the Office of the General Counsel worked on a variety
of insurance company transactions, including acquisitions, asset allocations
and reorganizations. Staff assisted in the implementation of new policy on
emerging issues, including licensing requirements, electronic commerce
matters, solvency matters and federal involvement in the financial services
industry. Attorneys also work closely on the defense of various actions in
state and federal courts in conjunction with the Office of the Attorney
General.
Members of the Office of the General Counsel also serve as appointees by
the Commissioner to an advisory committee that reviews all applications for
written consent to engage or participate in the business of insurance under
the provisions of the federal Violent Crime Control and Law Enforcement
Act of 1994, 18U.S.C. §1033.
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Management Information Systems
The Management Information Systems (MIS) department provides
technology infrastructure and implements technology solutions to facilitate,
promote and assist Division personnel with achieving insurance regulatory
goals. The staff is committed to utilizing technology to increase efficiency
and productivity.
MIS provides technical service and support to all sections of the Division.
The staff is responsible for the day-to-day operations of the Division's
telecommunication system, local area network, PCs, licensing applications
and data connections to the wide area network, the statewide mainframe and
the National Association of Insurance Commissioners.
In 2001, MIS special projects and progress included:
• The development and implementation of the agency's new online agent
renewal website which allowed almost 500 life and accident & health
insurers to electronically renew more than 145,000 agent appointments
online, saving administrative costs and expediting the licensing process.
• The development and implementation of an agency-wide technology
upgrade provided for greater productivity and integration with the
Commonwealth's data network and e-mail systems.
• Completing the automation for daily electronic sharing of agent and
company data with the National Association of Insurance
Commissioners.
• Participating in the statewide E-government initiative with the Office of
Consumer Affairs & Business Regulation to develop a multi-agency
licensing renewal system.
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Agents & Brokers Licensing
Agents & Brokers Licensing staff issues licenses to qualified individuals,
corporations, limited liability companies and partnerships as agents, brokers,
advisers, public fire loss adjusters and reinsurance intermediaries.
Additionally, the staff issues licenses to qualified individuals and
corporations as viatical settlement brokers and viatical settlement
representatives. Responsibilities include monitoring the continuing
education compliance of licensees and reviewing applications to ensure
compliance with the Massachusetts General Laws, maintaining the
Division's licensing database, testing and implementing the new electronic
agent renewal website and responding to approximately 5,000 licensing
inquiries per month from insurers, licensees and consumers. During 2001,
the Division issued twenty-one licenses to banks, allowing for the sale of
insurance products. Licensing requests warranting a written response are
generally replied to within 3 business days of receipt. There are currently
over 198,000 agent licenses (individual and corporate) and 16,500 broker
(individual and corporate) licenses active in the Commonwealth. Fiscal year
2001 licensing activity generated $9,250,797 in revenue for the
Commonwealth's General Fund.
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Actsj Regulations & Bulletins
Acts
Chapter 203 of the Acts of 2001, sections 8-11
An Act Making Appropriations for Fiscal Year 2002 to Provide for
Supplementing Certain Existing Appropriations and For Certain Other
Activities and Projects
Sections 8 through 1 1 of Chapter 203 amend the existing health benefit for
early intervention services that is required to be in all insured products
offered by insurers, Blue Cross and Blue Shield of Massachusetts and health
maintenance organizations. The amendments modify the existing list of
required covered services when provided by early intervention programs to
indicate that the coverage includes those services provided by early
intervention specialists according to operational standards developed by the
Massachusetts Department of Public Health.
Chapter 375 of the Acts of 2001
An Act Relative to Group Marketing Plans
Chapter 375 waives the 35% participation requirement under M.G.L. c. 175,
section 193R for all group marketing plans approved and in effect during
2000. This law is necessary in order to ensure that group marketing plan
participants experience uninterrupted access to private passenger automobile
insurance through their groups. This law became effective on an emergency
basis on January 4, 2001
.
New Regulations
211 CMR 52.00, Managed Care Consumer Protection and Accreditation
of Carriers - (Effective March 29, 2001)
This regulation implements and enforces sections two through twelve of
M.G.L. c. 1760. 211 CMR 52.00 sets forth requirements for carriers who
offer for sale, provide or arrange for the provision of a defined set of health
care services to Massachusetts insureds through affiliated and contracting
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providers or employ utilization review in making decisions about whether
services are covered benefits under a health benefit plan.
Amended Regulations
211 CMR 41.00, Nongroup Health Insurance Rate and Policy Form
Filings, Review and Hearing Procedures - (Amendments Effective
July 6, 2001)
This regulation implements and enforces M.G.L. c. 176M. 21 1 CMR 41.00
sets forth nongroup rate and policy form requirements, as well as the
procedures for review and possible hearings on such products. This
regulation was amended in order to incorporate changes required by Chapter
140 of the Acts of 2000 that expanded the range of products available and
persons eligible to purchase coverage. As of November 1, 2001, carriers
were required to offer nongroup products to all Massachusetts residents not
enrolled in Medicare or Medicaid on a continuous basis. Carriers were also
permitted to offer alternative products in addition to the standard products
and impose up to a six-month waiting period or pre-existing condition
limitation as long as applicants receive credit for prior creditable coverage.
Carriers were also required to develop a rate for a single parent with
dependent category.
211 CMR 43.00, Health Maintenance Organizations - (Amendments
Effective March 29, 2001)
This regulation implements and enforces M.G.L. c. 176G. 211 CMR 43.00
sets forth licensing and reporting requirements for HMOs operating in
Massachusetts. This regulation was amended in order to incorporate
changes required by certain sections of Chapter 141 of the Acts of 2000 and
to align this regulation with 211 CMR 52.00, a newly promulgated
regulation governing managed care consumer protection and accreditation of
carriers.
211 CMR 51.00, Preferred Provider Arrangements (PPAs) and
Preferred Provider Plans - (Effective March 29, 2001)
This regulation implements and enforces M.G.L. c. 1761. 211 CMR 51.00
sets forth requirements for insured preferred provider plans operating in
Massachusetts. This regulation was amended in order to incorporate changes
required by certain sections of Chapter 141 of the Acts of 2000 and to align
2001 Annual Report
Division of Insurance 20
this regulation with 211 CMR 52.00, a newly promulgated regulation
governing managed care consumer protection and accreditation of carriers.
Bulletins
Bulletin 01-01
This bulletin informs consumers, producers and those individuals interested
in the viatical settlement industry of the enactment of Chapter 326 of the
Acts of 2000, An Act Regulating Viatical Settlement Agreements. Chapter
326 establishes a new regulatory process for the viatical industry that as of
March 1, 2001 requires any entity that enters into an agreement to pay a life
insurance policyholder in return for assignment or transfer of the life
insurance policy's death benefit to be duly licensed by the Commissioner of
Insurance. It also requires that viatical settlements and loan contracts be
filed with the Division of Insurance and disapproved if found to be
unreasonable, contrary to the interests of the public, or otherwise misleading
or unfair to the policyholder according to standards set for in regulations
promulgated by the Commissioner.
Bulletin 01-02
This bulletin reminds licensees of their obligations in the emerging realm of
the Internet and the insurance marketplace. An admitted insurer or licensed
insurance producer must indicate that it is licensed in Massachusetts and
display on its website its exact name as it appears on its certificate of
authority or license, together with the address of its principal office.
All Massachusetts licensees must establish appropriate standards relating to
privacy of customer records and information, such standards must include
administrative, technical and physical safeguards. The Division of Insurance
may require each licensee to inform the Division of the policies or
safeguards that it currently has in place.
Bulletin 01-03
This bulletin informs carriers of the March 21, 2001 enactment of Chapter
345 of the Acts of 2000, An Act Providing that Certain Health Care Plans
and Policies Shall Cover Payments for Arising from Speech, Hearing and
Language Disorders. Applicable to individual and group commercial health
insurance policies, group HMO contracts and individual and group Blue
Cross and Blue Shield of Massachusetts certificates and contracts, the new
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law mandates coverage for expenses incurred in the medically necessary
diagnosis and treatment of speech, hearing and language disorders provided
by licensed speech-language pathologists or audiologists so long as the
services are rendered within the lawful scope of practice of such licensed
provider. Such coverage must be provided regardless of whether the
services are provided in a hospital, clinic or private office. This mandated
coverage does not extend to the diagnosis or treatment of speech, language
and hearing disorders in a school-based setting.
Bulletin 01-04
This bulletin informs carriers of the March 28, 2001 enactment of Chapter
355 of the Acts of 2000, An Act Providing Insurance Coverage for Human
Leukocyte Antigen Testing for Certain Individuals and Patients. Applicable
to individual and group commercial health insurance policies, group HMO
contracts and individual and group Blue Cross and Blue Shield of
Massachusetts certificates and contracts, the new law mandates coverage for
the cost of human leukocyte antigen testing or histocompatibility locus
antigen testing necessary to establish bone marrow transplant donor
suitability. This mandated coverage does not extend to the cost of bone
marrow transplants.
Bulletin 01-05
This bulletin informs carriers submitting policy form filings for life, annuity,
long term care and health insurance products that effective March 1 , 200 1
,
all filings must be accompanied by a completed checklist available on the
Division's website. The checklists delineate the product requirements and
prohibitions of applicable Massachusetts statutes and regulations. Any
submission that is not accompanied by the applicable, completed checklist
and certification of compliance by a duly authorized representative of the
carrier will be rejected as incomplete and returned to the carrier.
Bulletin 01-06
This bulletin informs carriers submitting policy form filings for property and
casualty products that effective July 1, 2001, all filings must be accompanied
by a completed checklist available on the Division's website. The checklists
delineate the product requirements and prohibitions of applicable
Massachusetts statutes and regulations. Any submission that is not
accompanied by the applicable, completed checklist and certification of
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compliance by a duly authorized representative of the carrier will be rejected
as incomplete and returned to the carrier.
Bulletin 01-07
This bulletin advises all licensed life insurers, both foreign and domestic, of
their statutory obligations upon the submission of a claim. A claim is
deemed to have been communicated to the company when proof of death of
the insured is submitted to the company with respect to any one of multiple
policies issued by the company, its subsidiaries and affiliated companies.
This bulletin further details that on receipt of notification of an insured's
death, an insurer is obligated to search with due diligence its records and
databases, and those of any subsidiaries and affiliated companies, for
additional policies insuring the same individual. A life insurer will be
considered to have adopted reasonable standards with respect to the
investigation of a claim where an insurer has procedures in place for the
identification of all policies issued by the company, its subsidiaries and
affiliates, on the life of an insured.
Bulletin 01-08
This bulletin reminds carriers of nongroup guaranteed issue health plans of
certain provisions of Chapter 140 of the Acts of 2000 that affect the offering
of products during the annual open enrollment period of September 1, 2001
through October 31, 2001 for policies that become effective December 1,
2001 and during the continuous open enrollment period that begins
November 1, 2001 for policies that are to become effective within 30 days of
application for coverage. The bulletin refers carriers to Chapter 140 of the
Acts of 2000 and 211 CMR 41.00 for clarification of the definition of
"eligible individual" and matters relative to pre-existing condition
exclusions or waiting periods for those eligible persons submitting
applications postmarked on or after November 1, 2001
.
Bulletin 01-09
This bulletin informs commercial health insurers, health maintenance
organizations and Blue Cross and Blue Shield of Massachusetts that they
must provide to those eligible for Medicare pursuant to 21 1 CMR 42.09(4)
and 21 1 CMR 71 .1 3(2)(d)4 a copy of the Massachusetts Addendum to the
"2001 Guide to Health Insurance for People with Medicare". The bulletin
was issued with a sample copy of the Massachusetts Addendum.
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Bulletin 01-10
This bulletin, issued jointly by the Commissioner of Insurance and the
Commissioner of Public Health, to commercial health insurers, health
maintenance organizations and Blue Cross and Blue Shield of
Massachusetts, is intended to clarify certain requirements of M.G.L. c. 1760
(chapter 1760) and 105 CMR 128.00 as related to managed care plans
internal and external review procedures. Addressed are requirements for
adverse determination letters, the 30-day requirement for resolution of
grievances and the waiver of time requirements by mutual written
agreement.
Bulletin 01-11
This bulletin informs all companies issuing Credit Life and Credit Accident
and Health Insurance in Massachusetts that the prima facie rates for policies
issued or renewed on January 1 , 2002 through December 3 1 , 2004 for the
motor vehicle dealer class of business remain unchanged. The issuance of
this bulletin follows the statutorily required review of the combined
experience of all insurers for the motor vehicle dealer class of business.
Bulletin 01-12
This bulletin encourages all life insurers and reinsurers admitted to do
business in Massachusetts to allow and accept the use of a fully executed
affidavit from a policyholder's next of kin, in lieu of a death certificate for
life insurance claims related to the events of September 11, 2001. The
acceptance of the affidavit by both the industry and regulators is intended to
expedite the processing of verifiable claims and ease the burden of families
of victims. The affidavit, approved by insurers that comprise the Life
Insurance Association of Massachusetts, was posted on the Division of
Insurance website.
Bulletin 01-13
This bulletin advises all insurers and risk bearing licensees to become
familiar with their obligations and the requirements of an Executive Order
issued by the President of the United States on September 24, 2001 relative
to blocking property and prohibiting transactions with persons who permit,
threaten to commit or support terrorism. The Executive Order provides that
the property and interests in property of persons listed in the Order's Annex
that are either in the United States or that come into the United States are
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blocked. Entities found to have violated the Executive Order may be subject
to sanction.
Bulletin 2001-14
This bulletin reminds insurers, licensees and interested parties of their
obligations and the requirements of the federal Violent Crime Control and
Law Enforcement Act of 1994. With its enactment, it became a criminal
offense for anyone convicted of a state or federal felony involving
dishonesty or breach of trust to engage in the business of insurance. It is
also a criminal offense for anyone "engaged in the business of insurance" to
willfully permit a "prohibited person" to conduct insurance activity. The
bulletin informs addressees that it is the responsibility of each "prohibited
person" engaged in or seeking to engage in the business of insurance to
notify the Division of Insurance in writing that he/she or any of their
employees or agents are "prohibited" under the Act. The bulletin further
details general information regarding the required procedures for any such
prohibited person to apply for written consent from the Commissioner of
Insurance to engage in the business of insurance.
Bulletin 2001-15
This bulletin informs commercial health insurers, health maintenance
organizations and Blue Cross and Blue Shield of Massachusetts that they
may have received an old version of the Massachusetts Addendum to the
"2001 Guide to Health Insurance for People with Medicare" that was
originally distributed on August 10, 2001 with Bulletin 2001-09. A correct
version of the Massachusetts Addendum was included with the issuance of
this bulletin.
Bulletin 2001-16
This bulletin, issued jointly by the Commissioner of Insurance and the
Commissioner of Public Health, details the guidelines established pursuant
to M.G.L. Chapter 355 for the mandated coverage for the cost of human
leukocyte antigen testing or histocompatibility locus antigen testing (HLA
testing) necessary to establish bone marrow transplant donor suitability.
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Bulletin 2001-17
This bulletin informs insurers, licensees and interested parties of the
Division's minimum requirements for terrorism exclusions to be approved
and applied to regulated property/casualty insurance policies. The bulletin
follows discussions between the Division, insurers and insurer organizations
regarding coverage availability for the near term following the September
11, 2001 terrorist attack on the United States. The minimum criteria
established by the Division are not meant to substitute for all applicable law.
Consistent with Massachusetts law, insurers are responsible for notifying
their insureds of all policy changes and endorsements.
Bulletin 2001-18
This bulletin informs all issuers of Medicare Supplement insurance policies
and health maintenance organizations offering Medicare+Choice plans
subject to M.G.L. c 176K of their required participation in a special open
enrollment period declared by the U.S. Secretary of Health and Human
Services. Carriers participating in the Medicare Supplement market are
required to offer all enrollees in Medicare+Choice plans the right to
purchase a Medicare Supplement Core or Medicare Supplement 1 policy -
the Massachusetts plans equivalent to the Medigap A, B, C or F plans
described in the federal notice - provided that the Medicare+Choice
enrollees leave the heath plan they are currently enrolled in no later than
December 31, 2001. Such Special Enrollment Period will exist for such
individuals through March 4, 2002 - the 63rd day after December 31, 2001
.
Bulletin 2001-19
This bulletin clarifies which Massachusetts residents are eligible to enroll in
Medicare Supplement insurance policies during the federally required
special open enrollment period identified in Division of Insurance Bulletin
2001-18. A person is eligible to apply for Medicare Supplement Core or
Medicare Supplement 1 if they leave their existing Medicare+Choice plan
no later than December 31, 2001. The Division would consider Medicare
Supplement carriers to be in compliance with applicable law and regulation
if they accept, as sufficient proof of eligibility, a copy of the signed letter
that an applicant has sent to his/her Medicare+Choice carrier to terminate
coverage.
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Bulletin 2001-20
This bulletin informs all foreign and domestic life insurers of required
changes to retirement plans pursuant to the federal Economic Growth and
Tax Relief Reconciliation Act of 200 1 . The Act makes changes to certain
types of retirement arrangements, including, but not limited to, individual
retirement annuities, 403(b) and 457(b) plans. The bulletin informs life
insurance licensees that until the Internal Revenue Service provides
guidelines for the application of the requirements on insurance products, the
Division extends permission to insurers issuing affected products to operate
based on a reasonable, good faith interpretation of the provisions of the new
law beginning January 1, 2002.
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Automobile Damage Appraiser Board
Housed within the Division of Insurance but not reporting to the
Commissioner of Insurance, the Automobile Damage Appraiser Licensing
Board is responsible for the regulation of motor vehicle damage appraisers
in Massachusetts. The Governor appoints four of five Board members. The
fifth member is appointed by the Commissioner of Insurance and serves as
the Board's chair. The Board institutes and maintains standards for the
conduct of motor vehicle damage appraisers. It conducts licensing
examinations, processes applications and issues and renews licenses. Its
members can suspend, cancel and revoke licenses following a hearing
process that may result from complaints that are brought before the Board.
The Board sets licensing eligibility requirements, approves training
programs and establishes license revocation guidelines. In 2001, the Board
and staff issued 140 new appraiser licenses and renewed 4,756 licenses. No
licenses were suspended and none were revoked. As of December 31, 2001,
there were 4,896 licensed Motor Vehicle Damage Appraisers in the
Commonwealth.
In March, the Board conducted a public hearing concerning the procedure
insurers utilize to conduct supplemental appraisals in the repair of damaged
motor vehicles as required in Section 2.04(1 )(h) of Massachusetts regulation
212 CMR 2.00. Testimony was received from twenty-one individuals or
organizations. In April, the Board passed a motion to not amend the
regulation.
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Domestic Receiverships n
Massachusetts Domestic Companies General Information TTTm
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